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¥ U.8. QOVERNMENT PRINTING OFFICE: 1085 ~ 483005 E.I. 30-2409137

CERTIFIED

Person to Contact: NN

Telephkone Numboer: NN
Refer Reply to: .

Internal Revenue Bervice

Date: FEB 06 1990

Bear Applicant:

We have considered your application for recognitidn of excmption
from Federal Income Tax under Bection 501(c)(3) of the Intcrnal
Revenue Cede of 1986.

The information submitted discloses thut you were incorporated on
I :nder the nonprofit corporation laws of the State of
.

Your purpose as described In your Artiecles of Incorporation,
Aricicic I, is “To sponsor, promote and sanction local,
raglonal, national and internationsl cowpetition inm motor vehicle
racing."” ‘A sawnple advertisemént f{e attached as -Exhibit 1.

Your ohbjective 1s to provide « uniforu set of rules and a
poverning body for amateuwr racing tracks. Race tracks that want
to be affiliatved with your orgenization must pay an aannual
franchlse fee and a sanction feec to your organization for eacnh
rice they run. Those race cuvr drivers who wigh to participate in
(MCA aanctioned racee mudt be members of your organization. A
meobership fee is pald by the drivers in return for vhich he/she
reccives a meunbership card, a monthly nevsletter, and & §5,000
disnbility or 1life insurencae policy. The drivers earn polnts in
cach race depending on their performance. The points are
aceuwmuleted by your organization for the entire racing year for

the wevber drlvers. At the annual banquet in November W
nebievanoent awards are given based on polnts accumuluted during
Ly 500500
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Your orpanass tlon”s directors ane oritcere ara all euployess of
M hich publishes a racing and antigque car paper. {fou
gtatadd the orpanizacion s "financlally sccovatable to its
uerbeits-the race cex drivers, All money collected after
opernting uxpenges ls Lo be pnid beek to the race car drivers
neeed on thefr point accunulations durlng the yesr." You Atate
ttal teciplents (of achisvenent awdrqs) are required to pay for
the orgasization”s benetfdita, services or producis, They pay an
aunual nemderahiy fee based on the type of car they will race,
You state the organization will LMfmit lts benmofits to specific
clavses of Aindividuslo~race car drivora who Are menberse of yous
or,andza*fon. A sawple payoff schadule i3 attached as Exhibit 2,

Section 501(c)(3) of the Code provides fLor the axamption from
rederal Income Tax of corporations orgarired and oparated
vxclusively for relipgious, charitable, literary, sclentific, and
educatfonnl purposen; neo part of the nat esrnings of which inures
tc any eprivate shureholdex or tmdividual, .

fuction L.50L(e)(3)=1 of the Tax Regulations ralutes to the
detinition of the erganization.and operation of urpanizations
descxibed in Scction $01(e)(3), It 1s quotad, in part, as’
tollows:
"(¢) Organizationnl and’ opvrationa! testa. (1) Iu order to be
exernpt a® an organiaation deacvyibed in Section 501(c){3), anu
vrpanlrationw wuot Le both orpanized aand operated exclusfivaly for
vne or core purpoaes spscified.-in such saction. 1f an -
orgunization fulle to meet efther tha organimati:ual test or the
vperatfonal cest, it ia not exeupts, (2) The torm “exempt purpose

‘¢t purpases', as used Lo this section, means any purpoaa or

purpus»n specifind in SLection 501{a)(3)..."

“{hv) Orertational test. (1) Primaxy activities. An craaninatlon
will be regardad a3 "operated excluaivel,” fox one or more ex«mpt
purposes only Lf it eupnpes prinarily fn-activities whiceh

necomplisan one or more of asuch exenpt purposwa. lpeclfinu in: G . -
soctior S00(ed(2).  An orpenization will not be 6o regatded £(F -0 Rl
Lot Lo e besule cnntial part -of its activities 14 not in ot e

aileetaire ¢1 01 macapt purpose. (2) Diatribution of : ) ﬁ#
vai AT v amoew ndlnﬁtibn 13 nol operstad axclusively for one .or- ¥

Voo ce 0 anapuies if 1ts net earpings inure fn whele oxwin.
T ¢t terctit o private shareholders. or individuals...
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ection 10l )(5)-1(a) af-cthe Income Tax Repulations provides
thze in ordev to be exumpr as an orgqnizdtion-ucbcribed in
Seeedon 30t(c)(3), the orgenizaticon must be ome that is both
evpanleed snd operated exclusively for one or more of tbhe
purpuces specified in ehat sectlion, If an orgarclzation fails to
meet either organisatioral or tho operational teat 1t is not
Neitp L.

Section 1. 5h1(c)(3) 1(n)(1l) of the Incane: rax Pnbulartona
provides that "an erganizatiou Wil be :egarded 85 “operated
exclusively” for one ur aore oxempt purponea only Lf 1t enpages
prinacily dn sctivitien.which: accomptish one of more of such
exewpt purpoind 5peciflud lu Sectica” SﬂlQa)(s).- 4&h orgauization

wi)l not be so rn;arded 1L moro than an 1nsuhstantln1 patt of {ts

ctivities iz not in furtherence’ of un exempt purpaar.‘

section 1.501(c)(3)=- l(d)(l)(il) af the Inconﬂ Tax degu)atlons
[Tovides Lhat an orgpanization ia not~oranu tezecd and opsraced
exclusively tor exewpt purposes unidds Lt serves a public vather
toun & private interest, - Thue, it is necessary for ac
orpanisacion svekling exewntion undexr Section 501(e)(3) to
eatablish tuat it 15 not organized ot operated for .the bencfit of
private {ntereats such az designated individuala, ‘the creator ‘or
his tamily, sharebolders of the organizstion; or persons
comerclled, dizectly or indirectly, by such private. interests,
ravenus fuling 71-395, 13712 C.B.¢22§, prrvides that a
cuoporative art gallory foriud snd operated by a group of artists
fer the purpose of exhibiting aud selling thely works does not
qualify ftor examnption under Sectionn 501(e)(3) of the Coda., The
retionale used is that such a ‘gallery L& & vehicle tor advanciug
the careers and promoting the sules of the wérks of the member
artists. The sallery thus scrves thae privale purposs of ite
nembars, viulch is not An exempt purpoaa.

four cryantration 1Limits 1t bene:ics te members, This servea .
sidvate raltbher than public purposec., The nuardtng of cash prizes
te ruwhbera w1 yeur orrenization is a particular servige to
feobers ang does ant benafit the general public. You are dlao
ari o Trerated ior ar exenpt porpose -hacause the primary-purposu-of
cewv 1 iivacion Js to promote the financial welle betnb of the
i oaerud b et ennjatitive motorsport industry, yo
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tea Leve concluded, Leased upon the Tacts snd cvidence ov tile,

that you are nwot ovpéetete:d exclusivaly as a charitanle ox

nenentivngl eorzanizutien daseribed lon Section SUl(c)(J) of thc

Coue Lecusune a2 gubstential eswmouut of - your ncﬁ:ivi tieg avd .

wivretions ate dlrectod towverds the improvement and ndﬁnnceuent e
of «hke profeasional lnLezesp of. vour members. : PR ‘ '
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nccordlogly, wve have céncluded that )ou aLe not‘antitleg';o ) SRR LS
recognd tior of exerption from ¥edaral Incoae Tax under Secition
5CL{e)(3) of the Code, ¢iuce you-are not o.rmnlroﬁ avd operated
txclusively fovr charltable, relipgious, ox. cther extnpt pPuUrpoBesd

. witliin the meaaling of Section 501(c)(3). ‘ . - . .
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Tou sre ruquired to file Feqctal Income Tax metuiWa.ﬁ

.
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Contributlons rgue to you are Rot deductible by tie donoxs us ‘
cbacitable coetrilutions ae defiuad tu Section 170(:) of the
‘.‘-Qd*‘-l *a
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It you ¢ not ugree With these conelusions, you may within thircy
days from che date of this. letter, Eile a brief of the tacts, law
tao arzument (iu duplicate) whiebd cleurly sets torth jyoux o
posrtion. [u tho, avent you dealre 2an oral diacuaaiou of tha
issues’, jyou sbuulu a0 {ndicate in your °anlssion. A Lunferenca
P will be arravged 1o the Reg alenal Offlce aftur you ‘have tubmittud
T your brief foc the Chichage utytricb Office and wa have hdd an ..
ayportunity to cousider the’ btief sid 1t appears that the ,.
conclusivns reached are ‘still. unfavorable to .you. Any subrission-
sust Le sixned by ohn.of youy ptincipal offlcers. ., Jf the natter
i3 to te handlea Ly s Le;rescntnflvg. the Conferehco and Eractice
Do c0e oty regarding the filing of a pouar of . attorney aud
Cer . o awinllosat te ntattice pust be met.*'#e have ochosed
R S PR L R TN ] - Otganization Apponl P:ocodurrs Fortd T o
. crarainztiong, which arplaina in detail your rigbtn nnd“ﬁf
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i rou do 6ot protest thls propecsed detrerminution 1o a tively
waenelr, it will be considered by the Internal Revenue Service as
¢ tailure te exbaust avallabtls acdministrative remedles. Ssction
70 2P(93{2) of thse Tnternal Revepuw Code Qrovihes in part that "a
Geclurdatory frdonent or deciee uwinder thle section sholl not Le
fssued in wny proceeding uvless tha Tax Courxrt, the Court of
Lirdas, or the vistriet Court of ithe United States Lot the
siseriet ef Colundia determities that the organlizatioun involved
e exhnubted edmiodstrative remedies ovallable to Lt witlin the
Irternal kevenue Sexvice".

Pleass heep thiz determination letterx in .your pernanent records,
i you agsree with tuils deternination, pleasze sign and return the
ernclosce Vorsm 6f1&, P ’

.

If we do act hear frow you withln 30 days Erow the date of this
jetter, tiils detaviination will bocoms final, - 'In accordance with
Code wection 0l04(c), vwe will uwotlfy the appropriate State
officinls of this actiocn. s BN
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